
Notice PL-119
UNITED STATES DEPARTMENT OF AGRICULTURE
Farm Service Agency
Washington, DC 20250

For:  State and County Offices

Publication of Final Rule for Adjusted Gross Income (AGI)
Approved by: Deputy Administrator, Farm Programs

1 Overview

A Background

The final rule to implement the average AGI limitation was published in the Federal Register on 
June 4, 2003.  The average AGI provision is found at 7 CFR Part 1400-G, Average AGI
Limitation. 

B Purpose 

This notice provides information on the following:

� the applicability of 7 CFR Part 1400-G

� determination of the average AGI

� guidance on implementing the average AGI provision pending revision of current procedure in
1-PL, Part 6.5.

See Exhibit 1 for a copy of the final rule.  

Disposal Date

January 1, 2004

Distribution

State Offices; State Offices relay to County Offices
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2 Applicability - 7 CFR Section 1400.600

A Average AGI

The average AGI limitation applies to most FSA-administered programs, including price support
and conservation programs, for the 2003 through 2007 crop, program, or fiscal years.  

Note: The qualifying gross revenue limitation applies to the 2001 and 2002 Crop Disaster
Program (CDP).

For program contracts or agreements that extend more than 1 crop, program, or fiscal year, the
average AGI determination will:

� be based on the 3 tax years preceding the year for which the contract or agreement is
approved 

� the determination will apply for the entire terms of the contract or agreement.

B Multi-Year Agreements and Contracts

The average AGI limitation does not apply to multi-year contracts, such as a Conservation
Reserve Program (CRP) contract, that were effective before October 1, 2002.  The average AGI
provision was not part of the original contract or agreement when executed.

If succession occurs to a multi-year contract or agreement that was effective:

� before FY 2003, the successor(s) will not be subject to the AGI provision on this contract or
agreement

� for FY 2003 or subsequent years, the successor(s) will be subject to the AGI provisions on
this contract or agreement.

3 Determination of the Average AGI - 7 CFR Section 1400.601

A 3-Year Average

The average AGI shall be the average of AGI for the 3 tax years immediately preceding the
applicable crop, program, or fiscal years, as determined by CCC.

For an individual or entity that did not have taxable income in 1 or more tax years, the average
shall be AGI, including losses, averaged for the 3 tax years immediately preceding the applicable
crop, program, or fiscal year, as determined by CCC [Section 1400.601(c)].
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3 Determination of the Average AGI - 7 CFR Section 1400.601 (Continued)

B New Entities

A new entity will have its AGI averaged only for the years of the base period it was in business. 
However, a new entity shall not be considered “new” to the extent that it takes over an existing
operation and has any elements of common ownership or interests with the preceding entity, or
with individuals or entities with an interest in the “old” entity.  When there is such a commonality,
income of the “old” entity will be averaged with that of the “new” entity for the base period
[Section 1400.601(c)].

C Sources of Income

For the purposes of determining the average AGI amount for program participants, income from
farming, ranching, and forestry operations means income derived from:

� producing crops, livestock, or unfinished raw forestry products

� selling their own farm, ranch, and forestry land, and water rights

� selling, but not as a dealer, equipment purchased to conduct farm, ranch, 
or forestry operations when the equipment is otherwise subject to depreciation expense

� renting land used for farming, ranching, or forestry operations

� payments received under any Federally funded farm or conservation program
[Section 1400.601(a)].

4 Implementing AGI Provision

A State and County Office Action

State and County Offices shall follow the contents of this notice and other instructions previously
issued in implementing the average AGI limitation.

A forthcoming amendment to 1-PL, Part 6.5 will include these and other revisions to payment
eligibility requirements.
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7 CFR Part 1400 - Payment Limitation and Payment Eligibility
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7 CFR Part 1400 - Payment Limitation and Payment Eligibility (Continued)
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